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whether on a wholesale or retail basis. Although MCl disagrees

with the Commission's decision to permit the BOCs to provide

unbundled network elements to their affiliates for the provision

of local services, there is no reason to prohibit the BOCs from

providing to their own affiliates the local and access services 

- whether on a wholesale or retail basis -- that they have always

provided to the pUblic and that they must provide on a

nondiscriminatory basis to other carriers under section 251.

That the interLATA affiliates should not be denied the right

to obtain the same local and access services that competing

interexchange providers obtain from the BOCs does not mean that

they should be granted the right to purchase wholesale interLATA

services that the BOCs never provided to interexchange carriers

under the MFJ. The interpretive issue facing the Commission now

is whether there is a wholesale exception to the constraints of

Sections 271 and 272 governing interLATA services. The BOCs'

provision of local exchange and access services is irrelevant to

that issue.

4. Does the concern for discrimination and cost
misallocation depend, in part, on the particular kind of in
reqion wholesale interLATA service a BOC .eeks to offer? ~or

example, doe. it matter Whether the wholesale .ervice beinq
offered is bundled end-to-end interLATA .ervice or a interLATA
.ervice that merely tran••it. traffic fro. a point of pre.ence
POP) in one LATA to a POP in another LATA? Are there so.e kind.
of .ervice. that, in practice, could not be provided in a
nondiscriminatory manner?

Whether the BOC is providing end-to-end wholesale in-region

interLATA service or only pOP-to-POP wholesale in-region
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interLATA service makes no difference; any BOC provision of

wholesale interLATA service raises tremendous discrimination and

cross-subsidy concerns. There is no difference between these two

variations because where the BOC is providing poP-to-POP

interLATA service, it will also be providing the access between

the POP and the customer at least on the originating end and, in

many cases, on the terminating end as well. 13 It also makes no

difference whether the BOC or its affiliate purchases the

terminating access for those calls that terminate out-of-region.

Whether the affiliate buys access and POP-to-POP transmission in

one transaction or in two, the competitive consequences are the

same. As explained above, it is impossible for a BOC to act in a

nondiscriminatory manner in designing, constructing and operating

an interLATA network for its section 272 affiliate. The

bookkeeping practices internal to that provisioning cannot affect

its discriminatory impact.

That is especially true when a BOC uses its Mofficial

services network" to provide interLATA services through its

separate affiliate. Although the official services networks

cross LATA boundaries, they were ostensibly built for internal

purposes, to facilitate the BOCs' provision of local, access and

other intraLATA services. 14 Thus, there should not be

13 A substantial percentage of interLATA calls terminate in
the same RBOC region from which they originate, and that tendency
will increase if and when the pending RBOC mergers are
consummated.

See united states y. Western Elec. Co., 907 F.2d 160,
163-64 (D.C. Cir. 1990); United states y. Western Elec. CQ., 569
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significant extra capacity in those networks that could be used

for commercial interLATA services. If, in fact, extra capacity

has been built into those networks for interLATA service

purposes, the BOCs have been engaging in massive

cross-subsidization.

Moreover, if the BOCs are permitted to use those networks

for in-region interLATA services, as well as the intraLATA

services they are used for now, it will be impossible as a

practical matter to separate BOC facilities by function or to

prevent cross-subsidization or discrimination. The requirement

of section 272(b) (1) that the separate affiliate "operate

independently" from the BOC should be construed, as explained in

MCI's previous comments, to mandate maximum physical separation

between the BOC and its interLATA affiliate, in order to help

prevent discrimination and cross-subsidization, as well as to

minimize the regulatory enforcement burdens on the Commission.

Thus, the BOC should not jointly own or use any facilities or

property, especially transmission and switching facilities, with

its interLATA affiliate. That is Why Congress already made the

policy decision in section 272(b) to require physical separation

of the interLATA affiliate from the BOC, thus obviating any need

for the complex, SUbjective jUdgments that must be made in

allocating such joint facilities costs.

The Commission is therefore correct to require the BOCs to

·clarify precisely what kind of wholesale interLATA service they

F. Supp. 1057, 1097-1101 (D.D.C. 1983).
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would seek to provide, if any, using the excess capacity on their

official services networks." Since the answer should be that

there is no such excess capacity, any indication that they intend

to use those networks for interLATA services is tantamount to an

admission of cross-subsidization. The BOCs therefore should also

clarify why they have sufficient excess capacity, how that

capacity was funded (especially whether local and access

ratepayers paid for it), how the separate affiliate would

compensate the BOC for use of that capacity, how the BOC would

make whole the local and access ratepayers who paid for that

capacity, if they did, and how the BOC would ensure that

unaffiliated carriers have exactly the same opportunity to

acquire this excess capacity as its separate affiliate.

Conclusion

For the reasons stated above, the Commission should reaffirm

its prior holding that section 272(e) (4) is not an independent,

open-ended grant of authority to the BOCs to provide interLATA

facilities and services to their separate affiliates free of the

restrictions in sections 271 and 272 of the Act, but, rather,

only establishes the nondiscrimination requirements for the

provision of interLATA facilities and services that BOCs are
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otherwise permitted to provide on an unseparated basis under

sections 271 and 272.

Respectfully sUbmitted,

Mary L. Brown
1801 Pennsylvania Ave., N.W.
Washington, D.C. 20006
(202) 887-2372
Its Attorneys

MCI TELECOMMUNICATIONS CORPORATION

By:~t)~; ankw:trOgh~~

Dated: April 17, 1997
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MeD's race for life in the faster food lane

Top execs exit Ameritech
Consumer, long-distance chiefs are latest hang-ups

business--{;onsumer services-has
left for another company and will
be replaced by the chief of its fast
growing cellular unit.

Also gone are the presidents of
Ameritech's much-touted long
Jistance unit and its security
monitoring business.

The departure of long-distance
chief Steven Nowick, 4.1, signals
a major strategy shift t1ut re
duces the role of the unit. The
company's main consumer and

See AMERJTECH Oil /'age .J.J

d iI\l ill.ltl·'1.
h.lIldll'>l'c Stevc I\ig.\ri, who rc-

By JOSEPH B. CAHIU
Executive changes are slmifling
the lineup at Ameritech Corp.
just .\S competition is heating up
in key markets.

Departures over the P<lst two
weeks have brought new /caJer
ship to four Ameritech business
units. They represent the 'atest
turns of a revolving door on the
executive suite at the $15-hiJlion
tdecoll1ll1unications giant.

Last week, the ,-'ol1lpallY (;011

finneJ that thc head of its hugest

Ollio/ls-is gu.Ir.lllln:d to arrivc
withlllts HlIIIlI\C'>, (lr thc 111'-'.111'>

lIi~h-t(·("h Idh·hpns luay II(~a' lip salps

LATE NEWS

I FIRM OFFERS $22-MIL.
FLOOD SEffiEMENT
.. 8reat lakes Dredge &Doc:k Ct. pro
pused a maximum $22-million
settlement last week with nearly
200 downtown firms affected by
the 1992 Chicago flood. The deal
won't be final until it is approved
by each plaintiff against the Oak
Brook company, a process that
could take several weeks. ". be
lieve it will be settled," says
William Harte, one of several at
turneys involveJ in the class-ac
tion lawsuit against Great Lakes,
whuse repair of Chicago River
pilings Icd to <l rupture in the un
dcrlyinB tunnel <lnd widespread
Loop f1ouding. The deal is simi
lar HI the firm's $26-million sct
tlelllcnt with thc city last Illonth,
which providcd $ \ millioll in
C;lS'\ anJ rights u) collcct thc rest
from its I.ontlon insurcrs, says

, lJWNI.la. M ..""••, ct:.o uf <:'rcat
,. ·-'r.al-es. f\kanwhile, the pbilHifis

If".

- --- -.....



II(~II(), Il(~II()~? Amcritech's latest executive hang-ups

8toclis losing their socks

'1'/\"rl'1 t'll'1 ~l ~ 111 .' .... ~ ~ ; i'~ I ...... ~ I~, T i i ~ 1\111 .." ".'''~.o

AMEHITECH (mill I"I~(, 1
husiness servil.es units will now
lead the long-stalled charge into
long-dislancc-as soon as federal
and slale regulators open the
gale.

Company officials would not
cOlllment on the prospect of lay
offs at the long-distance unit,
which, over the past 2'12 years, has
built a fully staffed headquarters
operation in northwest suburban
Rosemont.

Meanwhile, the $4.7-billion
consumer services business is fac
ing the prospect of competition
for residential customers for the
first time just as President Mitch
Wienick-a 48-year-old con
sumer products expert recruited
from Borden Inc.-leaves to he-

MARKET (rolll 1',lge 4
Still, the $5.6-hillion deal is now
worth about $HOO million less
than when it was announced in
late february.

The marker rout iced plans of
at least two Chicago technology
companies to go public: Oak
Ihook information technology
consullant SPR InL and Inver
ness-based Ilarttord (:olllputer
(;roup Inc., which resells COIll

puter equipment and software to
businesses and distrihulors.

SPR Chief Financi;d officer
Stephen (;;lmhill said his lOlllpa
ny is now "shooling (o\v;Hds
next bll," adding, "We're W;lit
ing lIntilthe IllMket rehounds."

\.ikewise, 'brtfoHl's approxi
mately $'i2·mil\illl1 oHlTil1~ is in
limho, "definitely a... ;1 H·... II!t llf the
n' ukcl'" we'lkne...... ," ""lId {.hid h
n .• nci.11 (Hfjn'r R"her! /If".

II"wever, the m.nkl·l \V,I ... n·1
1".I ..."n III (),I" IlIf""', I klldll.l

come CEO of CDI Corp., a tech
nical outsourcing firm based in
J;'iJadclphia. John Rooney, 54,
ex.i{s the cellular unit to replace
M,. Wienick just as the wireless
industry is poised to explode with
competition.

Security monitoring chief Stephen
Pazian, 47, departs for the CEO
spot at a subsidiary of Califor
nia's Edison International at an
equally inopportune time: The
unit is in the midst of a shift from
commercial to consumer markets.

'Losing your generals'
Taking Mr. Rooney", place at

cellular is Herb Hribar, 45, now
in charge of Ameritech's Euro
pean operations. Patrick Earley,
vice-president of finance for the

cial real estate firm Grubb & Ellis
Co., which saw its market capi
talization more than double in
the period. Gruhb's shares soared
III % to $9.50 at the end of
March, hefore slipping back to
the $9 range last week.

Chief Financial Officer Brian
Parker declined to comment on
the stock price but noted the
strong real estate market and
(;ruhb's healthy oalance sheet.
The firm has raised a total of $21
million in equity since January
and paid off its long-term deht.

Some escape plunge
The higgest quarterly galller

W;lS Chicago's Metal Manage
mcnt Inc., a recent startup that
;lims to huild a national ehain of
scrap metal dealer". Huoyed hy
thfee recent ;H:qllisitions, i'" slock
H'..." 12/)";, ill rill' qU;lfter III

~:-;.7S ;Ind lTI11.1inl'l1 in rhal range
1.1"" wcd..

long-distance unit, replaces Mr.
Nowick. And Eljay Bowron, 46,
director of the U.S. Secret Service,
will take over security monitor
mg.

"It's losing your generals just
before you go into battle," says
securities analyst David Otto,
who follows Ameritech for Ed
ward D. Jones & Co. in SI.
Louis.

But a company spokesman says
the executive departures will have
little impact in an organization as
large as Ameritech.

"We're deep in talent," he
says, pointing out that turnover
is high throughout the telecom
munications industry. The top
shelf jobs offered to Messrs.
Wienick and Pazian are testimo
ny to Ameritech's success in re
cruiting high-caliber executives
from more competitive indus
tries, he adds.

Beyond possible disruption at
the business units, the wave of
defections continues a trend at
the upper levels of Ameritech.

Of the three exiting executives,
none had been with the company
longer than fom years. Mr.
Wienick joined in 1993, Mr.
Nowick in 1994 and Mr. Pazian
in 1996.

Other top-level departures in
the past year include Andrew Pat
ti, former chid operating officer
of Dial Corp., who left after only
five months as executive vice
president and head of the con
sumer and business services-the
No.2 slot at Ameritech. Former
sports executive Timolhy Con
nolly, who was senior vice-presi
dent in charge of the Ameritech
telephone network ;lnd a memher
of the exeullive committee until

1996, left after ]] months on the
job.

Another executive committee
member, Senior Vice-president of
Corporate Communications Rita
Wilson, left a year ago-after 19
months-to return to her previ
ous employer, Allstate Corp.

All of the departing executives

All of the departing
execs were recruited

from unregulated
industries to infuse

Ameritech with
competitive blood.

were recruited by CEO Richard
Notebaert from unregulated in
dustries te, infuse Ameritech's
monopolistic culture with com
petitive blood as its markets are
opened to competition.

But with real competition in
local service still theoretical,
Ameritech has yet to feel the
pain that changes attitudes.

"They're at a stage where
those people are going to be
very frustrated by working for
Amcritech," observes Bob Ven
able, an analyst with Robert W.
Baird & Co. in Milwaukee.

AT&T at the gate
Hut things arc changing for

the consumer unit that Mr.
Rooney is taking over. After
months of shadow-hoxing, New
Jersey-based AT&T Corp. last
momh hegan competing with
Ameritech for local telcphone
customers in I ihl'rtyvillc and

--- -~._---

Wau"' .... b ..... ·-_

oversaw 33% growth in cellular
subscribers last year, says the
consumer unit is ready to com
pete.

"What we will do here will be
many of the same things we did
at cellular," he says.

Mr. Rooney's successor at the
cellular unit will not have the
same advantages he did. A busi
ness that has been limited to two
competitors per market is getting
more crowded as operators of a
new breed of wireless service
called personal communications
services-rush in. The Chicago
market, for example, now has
three wireless carriers and could
have as many as seven by next
year.

In the long-distance arena, Mr.
Nowick's exit reflects a funda
mental shift in Ameritech's ap
proach to a business that seems
forever just out of reach.

Ameritech originally believed it
would be in the business by the
end of 1995, a target that now
seems two years too optimistic. A
Federal Communications Com
mission ruling in December re
moved the need for a stand-alone
subsidiary to market long-dis
tance services.

While Mr. Nowick was not
responsible for snafus in Amer
itech's quest for regulatory ap
proval to sell long-distance in
the five states where it controls
the local-service market, the
former telecommunications ex
ecutive and consultant faced a
diminished role as the consumer
and husiness services units took
over marketing responsibility
for long-distance.

The unit has been stripped down
to a skeleton crcw that will handle
nctwork managemcnt ;Ind prodllct
developmenr.
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